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National Income Increased Fwe Billion
Dollars in 1934

Robert R. Nathan, Chief, National Income Section, Division of Economic Research

N 1934, estimated income payments in the form of
wages, salaries, and other labor income, interest,
dividends, entrepreneurial withdrawals, and net rents
and royalties to individuals for economic services ren-
dered totaled 49.4 billion dollars as compared with 44.4
billion dollars in 1933, a gain of 11 percent. 'This
increase brought the total national income paid out to
a slightly higher figure than that estimated for 1932.
The 1934 total was still 37 percent below that of 1929
when the national income paid out equaled 78.6 billion
dollars. Each of the 12 major industrial groups, with
the single exception of the electric light and power and
manufactured gas industry, and each type of income
payment, except interest, shared in the 1934 rise. Gen-~
erally, the 1934 gains were largest in those industries
and types of income payments which had recorded the
largest relative declines during the depression.

Work relief payments, including pay rolls and main-
tenance received by members of the Civilian Con-
servation Corps, pay rolls on Civil Works Adminis-
tration and Federal Emergency Relief Administration
work projects, and administrative pay rolls of State,
county, and other local public relief administrative
agencies, are included in the estimates. These pay-
ments increased from 637 million dollars in 1933 to
1,394 million dollars in 1934. If they are excluded, the
national income paid out in 1934 was larger than in
the preceding year by 4.2 billion dollars, or 10 percent.
Pay rolls disbursed on Public Works Administration
projects are included in the estimates for the con-
struction industry for those projects carried on under
contract and in the estimates for other industries
where the projects were carried on by the industry
itself, with the aid of Public Works Administration
funds. Pay rolls on Public Works Administration
projects totaled 33 million dollars in 1933 and 302
million dollars in 1934. Prior to 1933 there were
many work relief projects financed in the main from
funds provided by local and State governments or
private relief agencies, but there is no basis for esti-
mating this total and as a result they do not appear in
the estimates. = Direct relief disbursements from pub-
lic and private funds are excluded from the estimates,
since they are not regarded as income payments for
economic services rendered.

Business Losses Substantially Reduced

Available data indicate a marked decline in both 1933
and 1934 in business losses which in 1932 equaled
approximately 10 billion dollars. Estimates of busi-

ness savings and losses and of mcome produced are
not presented 1n the tables in this article since the
income-tax data necessary for the preparation of these
estimates are not yet available for 1933 and 1934.
According to a tabulated sample of published corpora-
tion reports, business losses m 1933 were less than
one-half of the 1932 total and in 1934 were further
reduced to a point between one-fourth and ome-fifth
of the 1932 figure. Since the national income produced
is estimated by adding business savings to or deducting

Table 1.—~National Income Paid Qut, by Types of Payment

1929 | 1930 I 1931 | 1032 | 1933 l 1934
Item
Millions of dollars
] ]
‘Tqtal income paid OOt e oo e 78, 676(72, 97361, 433|47, 964 |44, 431/49, 440
L abor INCOIe. m o cecm et ce e am—— 51, 088|406, 844(39, 444130, 643|29, 121|33, 108
Salaries (selected industries)!. o ceaae_ 5, 664| 5, 5561| 4, 606! 3, 3871 2,997} 3, 196~
Wages (selected industries)} o .o —o_._. 17, 197(14, 251110, 608] 7, 017} 7, 189} 8, 944
Salariesand wages (all other mdustnes) 27, 291126, 062423, 148119, 141117, 325[18, 675
Work relief wages 2.« oo oimm e famcmn o fremam o | e e 637| 1,394
Other labor income. . .o oaan . 036 990| 1,082| 1,008] 973 900
Property income . oo eeae 11, 632111, 718{10, 076/ 8, 189{ 6, 995( 7, 143
DividendS-coa e 5,963| 5, 794| 4,312{ 2, 749| 2, 042| 2, 307
Interesta o omme e cane 5,104} 5,310] 5, 228] 5, 048; 4, 569| 4, 509
Net rents and royalties. . .coooooceaae 3, 4321 2,763| 1,847| 1,153| 950 1, 085
Entrepreneurial withdrawals. ccc-cavaaeo 12, 424111, 647(10, 066| 7, 879| 7, 365] 8, 103
Percentage of 1929

Total income paid 0Ot - e coveeeaea 100.0] 92.9| 78.2| 61.0f 56.5| 62.9
Labor ineome au e 100.0f 91.7} 77.2| €0.0/ 57.0] 64.8
Salaries (selected industries)!_ . ovovea. 100.0{ 98.0| 81.3| 59.8| 52.9| 56.4
Wages (selected industries)l.. . ___.__ 100.0} 82,91 61.7| 40.8| 4L.8| 52.0
Salaries and wages (all other industries).| 100.0| 95.5| 84.8( 70.1| 63.5] 08.4
Work relief wages 2 e ima e e e e ek
Other labor income. ... . __o.n_..__ 100. 0] 105.8| 115.6| 117. 3| 104.0[ 96.2
Property income 3. e 100.0{ 100,7| 86.6] 70.4| 60.1] 61.4
DividendsSae e oo an 100. 0} 97.2| 72.3| 46.1| 34.2| 38.7
Interest - wco-eeomeammccmcc e cacaaas 100. 0} 104.0] 102.4] 98.9] 89.5] 88.3
Net rents and royalties. oo eaaaeooaann . 100.0) 80.5| 53.8] 33.6| 27.7| 31.6
Entreprepeurial withdrawals oo oocuca.. 100.0f 93.7) 81.0} 64.2] 59.3| 65.2

t Tneludes mining, manufacturing, constructlon, steam railroads, Pullman, rail-
way express, and water transportation.

2 Includes pay rolls and maintenance of members of the Civilian Conservation
Corps and pay rolls of Civil Works Administration and Federal Emergency Relief
Administration work projects plus administrative pay rolis outside of Washington.

3 Includes net balance of international flow of property incomes.

business losses from income paid out, the above evi-
dence indicates an Increase in the national income
produced of approximately 6 to 7 billion dollars from
1933 to 1934, bringing the income produced total to
a level about 2 billion dollars below the income paid
out. These marked declines in business losses repre-
sent a substantial reduction in the draft upon indus-
tries’ capital and surplus accounts in sustaining income

payments.
Basis of the Estimates

Estimates presented herein for the years 1929 to
1932, inclusive, represent revisions of the figures pre-
sented in the first study of national income prepared
by the Department of Commerce in cooperation with
the National Bureau of Economic Research and pub-
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lished under the title “National Income, 19290-32 |,
Senate Document No. 124, Seventy-third Congress,
second session. Preliminary estimates for the year

1933 were published in the January 1935 issue of the

Survey of Current Business. Partial revision of these
estimates has been occasioned by the use of more
recent basic data, major changes in the estimates for
the finance industry, and by the return to the methods
used in the first volume In estimating separately
income paid out and income produced in agriculture.

Both the 1933 and 1934 figures presented in this
article are preliminary, the property income estimates
in particular belng subject to revisions when the statis-
tics of corporate income-tax returns for these two years
become available. Final figures for the years 1929 to
1933, inclusive, and preliminary figures for 1934 wall
be presented in complete detail, classified by industrial
sources of income and by types of payment, in a volume
to appear later in the year. This report will include
estimates of business savings and losses and income
produced as well as income paid out.

A thorough discussion of the concepts, methods, and

limitations of the estimates is presented in the original .

report cited above. While the concepts of income as
defined in that study generally have been unchanged,
there have been many departures in the sources of
information upon which the estimates are based and in
the methods of estimation. The results of the 1933
Census of American Business, encompassing wholesale
and retail trade and service establishments, led to
revisions in the trade and service estimates, particu-
larly in the latter. New basic data in many other
fields have resulted in a higher degree of accuracy in
the estimates.

Table 2.—Percentage Distribution of Income Paid Qut, by Types of

Payment
. Type of payment 1929 | 1930 ( 1931 | 1932 | 1933 | 1934

Total income paid oub. o ccu oo 100.0 [160.0 {100.0 [100,0 {100.0 | 100.0
Labor income. . _._. e mmem—eccmoae. 66.0 | 64.2 | 64.2 | 63.9 | 65.5 | 67.0
Salaries (selected industries) i.....-... 7.2 76| 75| 7.1 | 67| 6.5
Wages (selected industries) 1.._._. ~-wa| 21.9 1 195 | 17.3 } 14.6 | 16.2 | 18.1
Salaries and wages (all other industries).| 34.7 | 35.7 | 37.7 { 39.9 | 39.0 | 37.8
Work relief wages 8o oo |amcccccecccafeeec e feaanaa 1.4 2.8
Other labor income. ... cuamucme e 1.2 1.4} 1.7 23| 2.2 1.8
Proporty income 3. . o meeees e 14.8 | 16.0 | 16.4 | 17.1 { 15.8 | 14.4
DividendsS. oo 7.6 79| 7.0 5.7 4.6 4.7
Interest. — v mc—————— 6.5 73| 85 10.5| 10.3 8.1
Net rents and royalties_ - oo oo .- 4.4) 3.8] 3.0} 2.4 | 2.1 2.2
Entrepreneurial withdrawals._.....____. 15,8 |1 16,0 | 16.4 | 16.6 | 16.8 | 16.4

1 Includes mining, manufacturing, construction, steam railroads, Pullman, rail-

way express, and water transportation. o .
! Includes pay rolls and maintenance of members of the Civilian Conservation

Corps and pay rolls of Civil Works Administration and Federa]l Emergency Relief
Administration work projects plus administrative pay rolls outside of Washington.
! Includes net balance of international flow of property incomes.

Income paid out may be briefly defined as the com-
pensation paid to or received by individuals for their
productive services, whether labor, management, or
the furnishing of capital. The scope of the estimates
presented herein is largely limited to those economic
services which enter into the market place of our
economy. This limited scope leads to the exclusion
of services of housewives and other members of the
family in the home, and services of durable goods
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owned and possessed for personal use such as dwell-
ings, furniture, and automobiles. Other payments
not counted because of difficulties of accurate esti-
mation, because of duplication, or because no serv-
ices are rendered or the services rendered are not
considered as economic or productive, include earnings
from odd jobs, changes in the value of assets, direct
relief and charity, and earnings from illegal pursuits.
Work relief wages are included on the presumption
that the workers have performed an economic service,
that the results are economically beneficial, and that
wages pald are in accordance with the value of the
services rendered. It should be noted that the rela-
tive increase in odd jobs during the depression may
result in some overstatement of the decline in income
paid out. The probable expansion of services in the
home, which were formerly purchased in the market,
results in a decrease in the estimates, whereas the

yield of these services may have increased.

Decline in Réal Income

Real income did not vary to the extent of the dollar
decline indicated in table 1, since price changes were
an important factor in the movements indicated. In-
dexes of prices shed considerable licht on the effect of
price movements on fluctuations of the national income
but they are not sufficiently representative to warrant
their use in deflating the income figures in order to
determine the drop in real income. The substantially

greater decline of income payments as compared with

prices does, however, indicate a marked decline in real
income during the depression. While income paid out
declined 43 percent from 1929 to 1933, the Bureau of
Labor Statistics indexes of the cost of living and of
wholesale prices decreased 23 percent and 31 percent,
respectively. The net decline from 1929 to 1934 in
income paid out was 37 percent as compared with a
decrease of 20 percent in the cost of iving and 21 per-
cent in the level of wholesale prices.

Yariations in Income Payments

The movement of different types of income pay-
ments varied considerably during the depression as
shown in table 1. Kxcept for the 1930 increase and
1934 decrease in interest paid, and the 1933 increase
in wages, every type of income payment decreased

" continuously from 1929 to 1933 and increased in 1934.

The 1933 to 1934 changes tended to reduce the dis-
parity of the trends for the earlier period. Relative
to 1929, labor income declined 43 percent by 1933
and increased 14 percent from 1933 to 1934 while
property income fell off 40 percent by 1933 and in-
creased only 2 percent in 1934. KExclusive of work
relief payments, labor income increased 11 percent
from 1933 to 1934. |

The less rapid decline in property incomes from
1929 to 1933 as compared with labor incomes was due
largely to the fixed nature of interest charges which
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did not fall below the 1929 level until 1932 and which
in 1933 were only 11 percent below the 1929 total.
Dividends, on the other hand, decreased substantially
after 1930, declining to 34 percent of the 1929 level
in 1933. Interest payments declined 1 percent in 1934
while dividends increased by 13 percent. Wages,
which had declined more than salaries in those indus-
tries in which wages and salaries could be segregated,
increased 24 percent in 1934 whereas salary payments
rose only 7 percent. The net decline in dividends
from 1929 to 1934 of 61 percent was considerably

greater than the drop in wages over the same period.

Net rents and royalties declined sharply during the
depression not only because of the marked drop in
gross rental income, but also because of the rigidity of
suchitemsas taxes,insurance,interest,and depreciation,
which must be taken into account in determining the
net return to landlords. While the available statistics
on gross and net rents are not very reliable, the evidence
suggests a drop of nearly three-fourths mn net rents and
royalties from 1929 to 1933 and a 14-percentrisein 1934.
Whereas the ratio of net to gross rents had been assumed
constant in the previous estimates, an attempt was
made in preparing the current figures to estimate the
changze in this ratio from year to year, as a result the
ficures have been revised substantially. | -

Entrepreneurial withdrawals, representing theincome
withdrawn by owners and partners of unincorporated
establishments, professional practitioners, and other
self-employed persons, declined 41 percent from 1929 to
1933 and increased 10 percent in 1934. For many
industries, estimates of entrepreneurial withdrawals
are based on salary and wage estimates and this ex-
plains the relatively close relationship of the trends of
labor income and entrepreneurial withdrawals.

Better Balance in 1934 Relative to Conditions in 1929

The relative importance in each year:of each type of

payment in the total income paid.out appears in table 2

The changes from 1929 to 1932 indicate only a slight

change in the’ relative proporti‘on"‘of labor income, a
relative increase in property Income, and _entrepre-
neurial Wlthdrawals, and a sharp decrease in the Propor-
tion which net rents and roya,ltLes represented of the

total.

to their positions in 1929, elthough variations con-
tinued to persist.

1929 and property income fer a slightly smeller portion.
Even if worlk-relief pa.yments are excluded, this situa-

tion is true. .
Increases in 1934 in 11 out of 12 Industrial Groups

Table 3 shows income payments by different indus-
tries for each year since 1929. With the exception of
the electric light and power industry income paid out
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by each industrial group increased in 1934. Generally,
the industries in which the declines had been most pro-
nounced from 1929 to 1933 showed the largest gains
in 1934, Thus income paid out in 1934 increased 31
percent in the mining and quarrying, 21 percent in the
manufacturing, and 13 percent in the construction
industries, each of which had declined by more than
50 percent from 1929 to 1933. The increase in em-
ployees and restoration of employees’ pay rates, as
well as the continued increase of interest charges on
expanding Government debt obligations, led to a rise
In income payments by Governmental agencies, ex-
cluding work relief, in 1934 to a point 3 percent above
the 1929 level.

Table 3.7—National Income Paid Out, by Industrial Division

The movement in-1933 end 1934 tended to
bring the relative welghts of most series in 1934 closer.

Labor income eccounted for a
larger proportion of the. totel income in 1934 than in

1920 1930 I 1831 1932 1033 i 1934
Industry -
Millions of dollars
Total e e eeee 78, 576 172,973 |61, 433 (47, 964 (44,431 |49, 440
Agriculture. oo e 6,157 | 5,495 | 4,271 | 3,192 | 2,993 | 3,299
Mining. e mee e 2,080 | 1,733 | 1,206 813 772 | 1,008
Electric light and power and gas...._. 1,304 | 1,475 | 1,408 | 1,275 | 1,164 | 1,143
Manufacturing. oo eeereeccceecea 18,014 |15,942 |12, 363 | 8, 544 | 8,273 |10, GO0
Construction. .- e rarr——- 3,257 | 2,939 | 1, D69 048 781 869
T ransportation. . eee e ceccemcecceceo- 6,502 | 6,120 | 5,169 | 4,083 | 8,747 | 3,993
Communication oo e e e 913 046 894 801 727 749
4\ ¢ 1o L S 11,385 (10,839 | 0,555 { 7,538 | 6,620 | 7,177
FInance. . e mmm———————— 8,415 | 7,540 | 6,296 (| 4,925 | 3,898 4. 130
Government: Total. oo 680917048 | 7,193 { 7,153 | 7,377 | 8§, 404
Excluding woark relief payments.___| 6,809 | 7,048 | 7,193 { 7,153 | 6,740 | 7,010
Work relief payments I oo oomfaccaccacmcc e e[ 637 | 1,304
BEVICO e e eeeeem e ————— 8,459 | 7,979 | 6,939 | 5,442 | 4,884 5, 412
MiscellaneotS e oo e o e ccmee e 5,191 | 4,908 § 4,170 | 3,250 | 3,085 | 3,256
Percontage of 1929
g 1} X; ) (RO 100.0} 92.9) 78,2 | 61L.0) 86.5| 62.9
P W gy (1B 15 01 o - TP 100.0] 89.2 | 69.4| 51.8| 48.6 i b53.8
Mining_ o eem——a————- 100. 0 83.3 58.0 30.1 37.1 48, 5
Electrie light and power and gas...... 100.0 { 113.1 | 108.0 ( 97.8 | 893.3 { 87.7
Manufaeturing . c e cecemeccecccce e 100.0 | 88.5| 68.6 | 47.4 | 459 | 55.5
ConstrICtioN e e e e 100,00 | 0.2 | 60.5| 20.1 | 24,0 | 26.7
Transportation. - cccceroccicccmrnea- 100.0 | 93.0| 78.4 | ©61.9| 565.8 | 60.6
Communieation e o e eeeceeeaen 100.0 { 103.6 | 97.9| 87.7| 79.6 | 82.0
30 U (- TS 100.0§ 95.2 | 83.9| 66.2 | 88.1| 63.0
Finance. .. oo e mnen o 100.0| 89.6 | 74.8| B58.6 ) 47.5 | 49.1
Government: Totgl. - ceamaeae . 100,0 ] 103.5 1 105.6 | 105.1 | 108.3 | 123.4
Excluding work relief payments.__._} 100.0 | 103.5 | 105.6 | 105.1 | 99.0 | 103.0
Work rehef payments 1 e oo aemmmme e e oo [emmmc s faaaas
31) 4 (e - SOOI 100.0 } 94.3 ] 82.0| 64.3 | 57.7 | 64.0
MiscellaneouS. oo e —eammemea——— 100,0 ¢ 94.5 | 80.3 | 62.6 | 5§9.6 1 62.7

! Includes pay rol]s and maintenance of members of the Civilian Conservation
Corps and pay rolls of Civil Works Administration and Federal Relief Administra-
tion work projects plus administrative pay rolls outside of Weshlngton

Income paid out in 1934 in the agriculture lndU'stry
increased 10 percent, but there is evidence of a much
larger increase in the total income produced than in
the income paid out in this mduetry in 1934. The

‘marked improvement in the price of agricultural com-

modities and the disbursement of -over one-half billion
dollars in rental and benefit payments by the Agri-
culture Adjustment Administration, which are included
in these estimates as an item in the gross income of
farmers, led to a substantial gain in the net income
available for the return on the farm operators labor,
management, and capital. There is evidence also to
indicate that the large business losses shown in 1932
for the agriculture industry have been eliminated and
that business savings occurred in 1934,



